OVERVIEW

The Horticulture and Arable Monitoring
Programme 2009 shows that profitable outcomes
are being achieved for many of the sectors
reported on despite downward pressure on
prices in overseas markets. Favourable climatic
conditions leading to improved yields and
quality and a weaker New Zealand dollar are the
main contributing factors.

In the year ahead, growers are focusing on
keeping tight constraints on expenses and are
continuing efforts to extract price premiums
through improved product quality and targeted
marketing strategies. Many of the export fruit
sectors are steadily advancing redevelopment
into new and better-returning varieties.

Budgeted results for the 2009 season’ are based
on grower views collected in May 2009. These
views are combined with input from those
servicing the sector to create short-term physical
and financial forecasts for model enterprises in
the kiwifruit, pipfruit, viticulture and arable
farming sectors. Vegetables, export fruit crops,
maize and apiculture are covered in less detail in
the commentary chapters.

Kiwifruit and pipfruit growers contributing to
the monitoring programme were cautiously
optimistic about market returns when the data
was collected, expecting favourable exchange
rates, good fruit quality and a favourable variety
mix to offset any downward pressure on prices
in overseas markets. On the other hand,
winegrape growers expressed concern about
financial outcomes in the short term because of
lower grape prices and caps on yields.

1 Different horticultural and arable products are harvested
at varying times throughout the year. The 2009 season refers
to crops harvested in the main in summer and autumn 2009.
Different year ends are used in this report, as monitoring
reflects as far as possible the year end used by growers in

the various sectors. For this reason, this report shows the
2009 season as ending on 31 March 2010 for kiwifruit, 31
December 2009 for pipfruit, and 30 June 2009 for viticulture
and arable crops. All crop covered by commentaries report
on a June year end.
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The changes in the gross margins achieved in the
crops covered by commentaries in 2008/09 vary
greatly compared with 2007/08. Generally, the fresh
fruit, apiculture and maize sectors managed to
maintain or improve financial performance due to
increased yields and/or better prices. However,
world prices for frozen berryfruit products,
including blueberries and boysenberries, have fallen
and stocks are high, reducing gross margins for New
Zealand growers.

Growers of most vegetable crops, with the exception
of asparagus and processed potatoes and sweetcorn,
experienced a poorer outcome in 2008/09 compared
with the previous year as the rise in input costs was
not matched by improvements in yields or prices.

The incursion of the tomato/potato psyllid
(Bactericera cockerelli) in 2006 and its associated
bacterium, Candidatus Liberibacter solanacearum
(detected in 2008) has caused significant problems
for tomato, capsicum and potato growers. These
growers face reduced crop yields and quality with
additional costs for insecticide control and export
compliance. Successfully established integrated pest
management (IPM) programmes for tomatoes have
been disrupted. Export restrictions are being
managed with new compliance programmes or
specific quarantine measures requested by importing
countries.

Varroa was found in Canterbury outside the varroa
Controlled Area. This resulted in the
disestablishment of movement restrictions in
apiculture related risk goods, including inter-island
movements. Surveillance and beekeeper education
activities continued until 30 June 2009, when MAF
Biosecurity New Zealand’s varroa programme
officially ended.

An adequate supply of seasonal labour, assisted by
the Recognised Seasonal Employer (RSE) Scheme,
and the increasing availability of New Zealand
workers meant that the large crops of pipfruit,
kiwifruit, strawberries and summerfruit in the 2009
season could be harvested at the optimum time for
fruit quality, resulting in higher packout rates.
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FACTORS AFFECTING FINANCIAL
PERFORMANCE IN THE 2009 SEASON

The most significant factors affecting financial performance of the horticultural and
arable sectors in 2009 were market demand, exchange rates, crop performance, and costs.

MARKET DEMAND

Whilst the global recession has weakened consumer demand in overseas markets for some horticulture products,

supply imbalances have also had an impact.

Contract winegrape prices fell by up to 25 percent for the 2009 vintage as wineries sought to match grape supplies
with wine demand. The biggest drop in price was for Marlborough Sauvignon Blanc as increased plantings over

recent years have put wine supply out of synch with current market demand.

Early season apple sales into Asia experienced good demand with similar prices to last year. However, sales into
Europe, our main market for Royal Gala and Braeburn, have been more challenging due to large volumes of

competing fruit and weakened consumer demand.

Kiwifruit growers are looking to gold kiwifruit to enhance consumer demand and supplement returns from green
kiwifruit. :

Large onion crops in the UK and the Netherlands, coupled with weaker consumer demand, reduced export
volume and prices for New Zealand onions in traditional markets in the UK and continental Europe.

Increased prices due to a reduction in world honey supplies helped New Zealand honey producers capitalise on a
record crop volume in both the 2008 and 2009 seasons. A switch in demand from the more expensive white :
honeys to the cheaper light and amber grades has benefited producers of clover honey, lifting returns by 25-

50 percent compared with 2008 levels.

Weaker consumer demand and high stock levels have caused world prices for frozen berryfruit, including
blueberries and boysenberries, to fall impacting on income and cash flow for New Zealand producers of these

crops.

World and domestic grain prices fell sharply between March and December 2008 due to weaker consumer ;
demand and substitution with cheaper feed types for livestock. As a result of falling demand, many arable farmers |

are carrying an increased quantity of crop on hand at year end, impacting on cash flow.

EXCHANGE RATE EFFECT CONTINUES TO INFLUENCE EXPORT PERFORMANCE

Since 2001 the horticulture export sector has faced the challenge of an exchange rate that has in the main,
strengthened against our major trading partners as reflected in the Trade Weighted Index (TWTI) (Figure 1). A
weakening of the New Zealand dollar, particularly during the last quarter of 2008 and early months of 2009 has
helped offset reduced prices for horticulture exports in many overseas markets. Significantly higher export
returns for asparagus, capsicums, summerfruit and honey products in the 2009 season compared with the
previous year, were largely the result of favourable exchange rates against the United States dollar (USD) and

Japanese yen.
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The exchange rate has demonstrated a lot of volatility during the 2009 season. The New Zealand dollar
depreciated 17 percent against the USD between 9 January and 3 March 2009 to a low of 0.49 USD, and then
appreciated by 39 percent between 3 March and 31 August to over 0.68 USD. Fluctuations in the exchange

rate within the marketing season in particular, make it difficult for horticulture exporters and growers to
negotiate in-market prices and budget likely export returns.

CROP PERFORMANCE

Favourable climatic conditions in the main pipfruit growing regions helped growers achieve a significant lift
in export volumes in 2009. Increases of 40 percent and 13 percent are expected for the Hawkes Bay and
Nelson models respectively. Strong return bloom on trees affected by frost last season in Hawkes Bay, and
recently planted orchards coming into full production, are also contributing factors.

Growing conditions in the predominant kiwifruit growing region of the Bay of Plenty were good until
marred by a hail storm about half way through harvest on 11 May 2009. More damage occurred to green
kiwifruit than gold kiwifruit as more of the gold kiwifruit is picked earlier. Estimates are that 2.4 million

trays” of green fruit and 200 000 trays of gold fruit were lost due to hail damage. Despite the hail, record total
and average kiwifruit production is still expected.

Favourable growing conditions led to record cherry exports, increased apricot exports and higher strawberry

yields. In contrast blackcurrant production was reduced due to spring frosts in the main growing regions of
Canterbury and Nelson.

2 2.4 million trays represent c.2 percent of New Zealand kiwifruit exports estimated for 2009/10.

Trade Weighted Index (TWI)

Note

1 The Trade Weighted Index (TWI) is the weighted value of the New Zealand dollar in relation to the currencies of our major trading partners. Data
shown are monthly TWI values from January 1999 to August 2009.

Source
Reserve Bank of New Zealand.
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A return to average to above average rainfall and heat units in the Waikato region following last season’s
drought resulted in higher than average maize yields. Honey production in the region was 40 percent above
the six-year average level contributing to the record honey crop achieved nationwide.

Yield caps rather than climatic intervention had the most significant impact on winegrape yields in the
2009 vintage, particularly in the Marlborough region where average yields were capped at around 10 tonnes
per hectare.

Yields were below average for cereal and vegetable crops grown in the Canterbury region as a result of
adverse weather conditions, including a wet winter, frost and hail events in late spring, high temperatures in
January, and rain in February which disrupted harvest.

COSTS

All sectors covered in the models reported that their working expenses for the 2009 season increased due to
the rising cost of inputs. Increased costs of electricity and labour are having a significant direct impact on
the financial performance of the pipfruit, kiwifruit and viticulture sectors. These cost increases are also
impacting indirectly through increases in post-harvest and contract machinery charges.

Crop management expenditure increased for green kiwifruit as growers thinned fruit to better size the
crop. Labour expenses for crop and canopy management also increased for winegrapes as growers took
action to match the yield caps set by wineries.

Fertiliser, electricity, fuel and seed inputs make up a significant proportion of operating expenses for the
arable and vegetable sectors. Prices for fertiliser and fuel were high at the start of the growing season and
impacted particularly on the production costs of early sown crops. The cost of leasing land also increased
significantly at the start of the 2009 season because of competing land uses, such as arable and dairy
farming and dairy support.

Reduced demand and prices means that growers of uncontracted grain crops may struggle to recoup the
high costs of production from crops harvested in 2009. Growers of most fresh vegetable crops have not
been able to achieve the yield or price
increases necessary to compensate for the
rise in input costs in the 2009 season, with
adverse effects on their financial outcomes.
Vegetable processors increased prices paid to
growers of potatoes, peas and sweetcorn in
order to secure supply against alternative,
more profitable land uses resulting in an
improved financial performance for most
process crops in the 2009 season.
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SECTORAL AND REGIONAL
VARIATION IN OUTCOMES

There is significant variation in the financial performance of the models covered in this report, as illustrated
in Figures 2 and 3. The cash operating surpluses’ illustrated should be viewed in the context of the
investment required, which varies between enterprise types and regions. Further details are provided in the

individual model budgets.

The business unit models representing the pipfruit and kiwifruit sectors project an improved financial
outcome for the 2009 season, compared with the preceding three years. Improvements in orchard
productivity and an increasing proportion of higher-paying varieties are helping to enhance the financial
performance of the pipfruit and kiwifruit models. Favourable movements in the exchange rate and exporters’

ability to meet customer criteria across a range of export markets are also assisting.

In contrast, grape growers in Marlborough experienced a major downward correction in cash operating
surplus in 2008/09 as supply levels for Marlborough Sauvignon Blanc finally exceeded market demand.
Hawkes Bay grape growers managed a small improvement in cash operating surplus in 2009 as yields
bounced back from a frost affected crop in 2008. However, lower grape prices restricted any significant

improvement in overall financial performance.

Increased operating costs and reduced demand for grains resulted in arable farmers experiencing some
retraction in cash operating surplus on a per hectare basis in the 2009 season.

3 The cash operating surplus represents total revenue from the orchard, vineyard or farm business, less working expenses (and adjusted
for stock purchases and stock value in the arable model). From this surplus, debt servicing, tax, depreciation, development, and capital
expenditures must be met.
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: 2006 2007 2008 2009
MODEL SEASON SEASON SEASON SEASON
1 ($) ($) ($) ($)
Bay of Plenty kiwifruit -17700  -26 600 -23800 -12900
Hawkes Bay pipfruit 42 000 -5 600 31600 186 700
Nelson pipfruit 17 600 -77 200 104 600 108 000
Marlborough viticulture 165 000 186 500 334700 35700
Hawkes Bay viticulture -19 400 13 900 -39 500 1 600
Canterbury arable 28 200 54 400 81 500 48 200

© Note

1 The surplus for reinvestment represents the cash available from the business after meeting living costs. The surplus is available for investment on the orchard,

: vineyard or farm, or for principal repayments. It is calculated as discretionary cash less off-orchard/vineyard/farm income and drawings. The surplus for reinvestment
i provides a short-term measure of performance as it does not take account of depreciation or changes in inventory, for example, stock numbers on arable farms.

Source
i MAF Monitoring Reports; 2006 to 2009.
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Where good profit levels are being achieved, growers and farmers are seeking to improve business
efficiencies, reduce overall debt levels and undertake some redevelopment.

The short-term profitability of some sectors remains challenged with inadequate funds for reinvestment
(Table 1). In these circumstances, growers or farmers have either cut back on development and capital
expenditure or funded it through oft-business income and investments, rather than by increasing their
borrowings.

FACING THE FUTURE

The New Zealand horticulture and arable sectors are dynamic, responding to past market pressures and
opportunities by changing the areas of crops grown (Figures 4 to 7). Considerable challenges face the
sectors in the 2009 season and further into the future, not least, changes in market demand arising from the
global recession. However, growers and farmers are generally optimistic. World demand is increasing for
food products with assurances of safety and environmental sustainability. An important factor in future
success is likely to be the degree to which partnering and collaboration occurs.
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FIGURE 4: NORTH ISLAND HORTICULTURE STATISTICS, 2002 AND 2007

NORTHLAND

CROP AREA (HA)
2002 2007

Vegetables 1546 1512

Avocado 939 1325

Kiwifruit 605 634

Citrus 667 324

Grapes 53 121

BAY OF PLENTY
CROP AREA (HA)
CROP AREA (HA) ! Kiwifruit 8488 10249

Subtropicals 1770 2348
Avocados 1608 2210
253 119

2002 2007
Vegetables 5154 5354

Citrus

Grapes 718 411
Kiwifruit 581 309
Olives 276 290
GISBORNE
Subtropicals 359 251
CROP AREA (HA)
Pipfruit 266 215 R
2002 2007
Citrus 236 153
Vegetables 5417 4267
Grapes 1743 1812
Citrus 721 1003
WAIKATO Kiwifruit 295 284
CROP AREA (HA)
2002 2007
Vegetables 6093 5035
Kiwifruit 817 782 HAWKES BAY
Berryfruit 492 340 CROP AREA (HA)
Pipfruit 414 268 2002 2007
Grapes 218 133 Vegetables 7629 5821
Pipfruit 6201 5408
Grapes 3835 4930
Summerfruit 1063 895
Olives 251 317
Kiwifruit 189 220
CROP AREA (HA) MANAWATU-WANGANUI
2002 2007 CROP AREA (HA)
Grapes 801 860 2002 2007
Vegetables 537 294 Vegetables 6807 3871
Olive 272 254 Pipfruit 140 107
Pipfruit 375 151
Source

Agricultural Production Statistics, Statistics New Zealand.



FIGURE 5: SOUTH ISLAND HORTICULTURE STATISTICS, 2002 AND 2007

NELSON-TASMAN
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CROP AREA (HA)
—_—— MARLBOROUGH
2002 2007
CROP AREA (HA)
Pipfruit 3312 2722 —_—
2002 2007
Berryfruit 704 925
Grapes 7521 17169
Grapes 565 805
Vegetables 2109 1811
Kiwifruit 579 614
Olives 449 240
Vegetables 514 432
Summerfruit 163 67
Pipfruit 243 41
CANTERBURY
CROP AREA (HA)
2002 2007
Vegetables 13836 11410
Grapes 749 1683
Berryfruit 976 736
Olives 659 437
Pipfruit 419 279
Summerfruit 139 122

: 0TAGO
- CROP AREA (HA)
2002 2007
Grapes 1051 1642
Summerfruit 1122 977
Vegetables 784 556
Pipfruit 854 495

Source
Agricultural Production Statistics, Statistics New Zealand.
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FIGURE 6: NORTH ISLAND ARABLE STATISTICS, JUNE 2007

AUCKLAND
AREA
CROP (HA)
Maize grain 1217
Maize silage 948
Vegetable seeds 112
WAIKATO
AREA
ROP (HA)
Maize grain 5515
Maize silage 15 606
Vegetable 374
seeds
TARANAKI
AREA
RoP (HA)
Barley 132
Maize silage 2278
WELLINGTON
CROP
Barley
Field peas

Maize silage
Herbage seeds

Vegetable seeds

Source

PRODUCTION
(TONNES)

12 344
n/a

n/a

PRODUCTION
(TONNES)

60 021
n/a

n/a

PRODUCTION
(TONNES)

532

AREA
(HA)

1261

539

909

122

118

n/a

PRODUCTION
(TONNES)

8062
2002
n/a
n/a

n/a

Agricultural Production Statistics, Statistics New Zealand.

NORTHLAND
AREA PRODUCTION
oROP HA)  (TONNES)
Maize grain 550 5972
Maize silage 2535 n/a
BAY OF PLENTY
AREA PRODUCTION
CROP (HA) (TONNES)
Maize grain 3133 35979
Maize silage 2079 n/a
Vegetable seeds 117 n/a
GISBORNE
AREA
CROP (HA)

Maize grain 2654

Maize silage 156

Other crops 215

AREA PRODUCTION

CROP (HA) (TONNES)
Barley 1428 8 669
Maize grain 1295 13 896
Maize silage 848 n/a
Herbage seeds 164 n/a

MANAWATU-WANGANUI

s
Milling wheat 353 2136
Other wheat 380 2332
Barley 2900 14 814
Maize grain 2021 20129
Maize silage 3423 n/a
Vegetable seeds 140 n/a

PRODUCTION
(TONNES)

29085
n/a

n/a



FIGURE 7: SOUTH ISLAND ARABLE STATISTICS, JUNE 2007

SOUTHLAND

CROP

Barley

Oats

Maize silage
Field peas
Herbage seeds
Vegetable seeds

Source

TASMAN

CROP

Maize silage

AREA
(HA)

3136
1818
192
187
304
413

AREA
(HR)

317

PRODUCTION
(TONNES)

21263
9777
n/a
698
n/a
n/a

Agricultural Production Statistics, Statistics New Zealand.

PRODUCTION
(TONNES)

n/a

0TAGO
CROP

Milling wheat
Other wheat
Barley

Oats

Maize silage
Herbage seeds
Vegetable seeds
Other crops

—_
—_
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AREA PRODUCTION
oRoP HA)  (TONNES)
Barley 599 1893
Field peas 223 731
Herbage seeds 959 n/a
Other crops 116 n/a

AREA
CROP (HA)
Milling wheat 15 940
Other wheat 19 361
Barley 36 869
Oats 2925
Maize grain 432
Maize silage 2920
Other cereals 2129
Field peas 5063
Other pulses 352
Herbage seeds 25 420
Vegetable seeds 5537
Other crops 5759
AREA  PRODUCTION
(HA) (TONNES)
279 1941
1556 14 022
5012 31035
863 4129
130 n/a
175 n/a
196 n/a
702 n/a
TOTAL NEW ZEALAND
AREA PRODUCTION
ROP (H)  (TONNES)
Milling wheat 17 216 136 906
Other wheat 23321 207 528
Barley 51481 335627
Oats 5773 27 531
Maize grain 17030 185 627
Maize silage 32459 n/a
Other cereals 2267 13 709
Field peas 6273 22053
Other pulses 420 847
Herbage seeds 27 329 n/a
Vegetable seeds 7330 n/a
Other crops 6982 n/a

PRODUCTION
(TONNES)

128 160
173 969
248 587
12988
5410
n/a
13102
17 329
656
n/a

n/a

n/a



2 HORTICULTURE AND ARABLE
i OVERVIEW 2009

_ PUBLISHER p N
Ministry of Agriculture and Forestry w
PO Box 2526, Wellington 6140, New Zealand d

Tel +64 4 894 0100 or Freephone 0800 008 333

Email: policy.publications@maf.govt.nz

Web: www.maf.govt.nz

ISBN 978-0-478-35182-8 (Online)

© Crown copyright — Ministry of Agriculture and Forestry 2009

This report can be downloaded from www.maf.govt.nz

 DISCLAIMER

The information in this report by the Ministry of Agriculture and Forestry is based on the best information available to the the
Ministry at the time it was drawn up and all due care was exercised in its preparation. As it is not possible to foresee all uses of
this information or to predict all future developments and trends, any subsequent action that relies on the accuracy of the
information in this report is the sole commercial decision of the user and is taken at his/her own risk. Accordingly, the Ministry
of Agriculture and Forestry disclaims any liability whatsoever for any losses or damages arising out of the use of this

. information, or in respect of any actions taken.

New Zealand Government



	Horticulture and arable overview
	Factors affecting financial performance in the 2009 season
	Market demand
	Exchange rate effect continues to influence export performance
	Crop performance
	Figure 1: Trends in New Zealand’s Trade Weighted Index
	Costs

	Sectoral and regional variation in outcomes
	Figure 2: Variation in cash operating surplus per business unit, 2006 to 2009 seasons
	Figure 3: Variation in cash operating surplus per hectare, 2006 to 2009 seasons
	Table 1: Variation in surplus for reinvestment per business unit, 2006 to 2009 seasons

	Facing the future
	Figure 4: North Island horticulture statistics, 2002 and 2007
	Figure 5: South Island horticulture statistics, 2002 and 2007
	Figure 6: North Island arable statistics, June 2007
	Figure 7: South Island arable statistics, June 2007



